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Annual  Meeting 

All  Federated  shareholders  are 
invited  to  attend  our  1 967  annual 
meeting.  It  will  be  held  at 
2  p.m.  on  Tuesday ,  June  6th. 
at  Federated’s  headquarters, 

222  West  Seventh  Street, 
Cincinnati,  Ohio. 


Federated  Department  Stores,  Inc. 

Comparative  Highlights 


52  Weeks  Ended  52  Weeks  Ended 

January  28, 1 967  January  29, 1 966 


Sales,  Earnings,  Dividends 

Net  sales . 

$1,408,609,895 

$1,330,736,617 

Income  before  taxes . 

139,916,431 

133,217,533 

Percent  of  sales . 

9.9% 

10.0% 

Net  income  after  taxes . 

73,616,431 

70,517,533 

Percent  of  sales . 

5.2% 

5.3% 

Dividends  paid . 

34,863,097 

32,279,488 

Earnings  retained  in  Company . 

38,753,334 

38,238,045 

Earnings  per  share(1) . 

3.54 

3.39 

Dividends  per  share . 

1 .67# 

1.55 

From  the  Balance  Sheet 

Accounts  receivable . 

$  303,668,930 

$  282,973,780 

Inventories . 

172,744,039 

153,785,919 

Working  capital . 

335,568,118 

331,436,404 

Long-term  debt . 

70,672,292 

76,364,981 

Shareholders*  investment . 

490,190,487 

453,771,274 

Statistics 

Common  shares  outstanding: 

Average  during  year . 

20,812,829 

20,824,729 

At  end  of  year . 

20,797,635 

20,807,363 

Ratio  of  current  assets  to  current  liabilities . 

2.7  to  1 

2.8  to  1 

Book  value  per  share(2‘ . 

$23.57 

$21.81 

Notes:  (1)  Based  on  average  number  of  shares  outstanding  during  the  year.  (2)  Based  on  number  of  shares  outstanding  at  end  of  year. 
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Letter  to  Shareholders 


Dear  Fellow  Shareholder:  This  is  our  report  of  the  results 
achieved  by  your  company  in  fiscal  1966  — another  record  year  for 
Federated. 

Sales  for  the  52  weeks  ended  January  28,  1967,  were  up  5.9% 
to  $1,408,609,895  compared  with  $1,330,736,617  in  fiscal  1965. 
This  was  the  28th  consecutive  year  in  which  Federated’s  sales 
have  increased. 

Net  Income  reached  a  new  high  of  $73,616,431  compared  with 
$70,517,533  in  1965,  an  increase  of  4.4%.  This  after-tax  income 
was  15.6%  of  shareholders’  investment. 

Earnings  per  Share  in  fiscal  1966  were  $3.54,  up  15  cents  from 
the  $3.39  in  fiscal  1965. 

Dividends  were  raised  in  June,  1966  to  an  annual  rate  of  $1.70. 
It  was  the  ninth  increase  in  the  last  1 1  years. 

In  our  opinion,  the  year’s  results  are  an  almost  perfect  reflec¬ 
tion  of  the  shifting  attitudes  of  the  American  consumer  in  1966. 
During  the  first  half  of  the  year  our  typical  customer  continued 
her  long-term  buying  enthusiasm.  In  mid-summer,  however,  she 
turned  cautious— buying  only  what  she  had  to  buy  and  spending 
then  only  when  stimulated  to  do  so.  Our  sales  and  earnings  figures, 
by  quarters,  clearly  reveal  this  pattern. 

That  mood  of  customer  wariness  is  continuing  into  the  present 
year.  Obviously,  some  of  the  strength  has  gone  out  of  the  boom. 
The  uncertainties  of  war,  higher  prices,  the  impact  of  increased 
Social  Security  taxes,  the  possibility  of  higher  income  taxes  — all 
these  are  keeping  our  customers  in  a  cautious  and  edgy  state  of 
mind. 

This  change  in  consumer  attitude  is  one  of  the  realities  that  we 
face  in  1967.  It  is  not  the  only  one.  We  face  higher  prices  for  the 
goods  and  services  we  buy.  The  new  minimum  wage  and  particu¬ 
larly  the  so-called  “ripple”  effect  on  all  wage  costs,  plus  still  higher 
Social  Security  rates,  will  substantially  increase  our  operating 
costs.  In  short,  it  is  our  judgment  that  we  will  face  tougher  tests 
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in  1967  than  we  have  encountered  in  some  time.  Great  ingenuity 
will  be  required  to  maintain  profit  ratios.  And  that  means  abler 
merchandising,  a  sharper  eye  on  costs  and  better  storekeeping  at 
all  levels. 

We  want  to  give  equal  emphasis  to  the  positive  factors  that 
we  see  in  the  year  ahead. 

First  of  all,  the  consumer’s  disposable  income  — while  growing 
at  a  slower  rate  than  in  recent  years— will  continue  to  grow 
healthily  in  1967.  There  is  money  in  the  customer’s  pocket  now 
and  she  will  continue  to  be  “open  to  buy”  throughout  the  year. 

Second,  our  nation  is  continuing  to  grow.  The  total  output  of 
goods  and  services  is  expected  to  increase  by  at  least  5V2%  in 
1967.  Economists  tell  us  that  something  more  than  a  million  new 
jobs  will  be  created  this  year,  with  these  new  wage-earners  added 
to  the  buying  force. 

Third,  our  vigorous  program  of  internal  expansion  puts  us  in 
a  good  position  to  serve  more  customers  profitably  in  1967.  We 
built  more  than  a  million  square  feet  of  new  store  space  in  1966. 
Most  of  this  new  space,  however,  was  not  available  for  selling 
until  late  in  the  year  and,  hence,  did  not  figure  materially  in  our 
1966  results.  The  full  impact  of  this  expansion  will  be  registered 
in  the  current  year.  The  importance  of  our  new  stores  may  be 
measured  from  this  example :  During  the  five  weeks  of  December, 
the  sales  of  branch  stores  exceeded  those  of  the  parent  stores  for 
the  first  time  in  Federated  history— even  though  parent  stores  are 
continuing  to  enjoy  year-to-year  gains. 

Last,  we  feel  that  our  management  team  is  fully  prepared  for 
the  realities  of  1967.  Over  the  years,  Federated  has  done  particu¬ 
larly  well  in  periods  of  economic  stress  and  1967  presents  a  healthy 
challenge  to  us  to  do  so  again.  We  confront  this  challenge  know¬ 
ing  that  we  have  the  people  to  do  the  job.  Both  in  our  divisions 
and  in  our  central  office  there  are  new  faces  at  the  top  levels  of 
command— young  men  who  add  vigor  and  stamina  to  the  wise 
and  seasoned  managements  who  have  built  our  business. 

We  can  say,  therefore,  that  we  are  looking  to  the  future  with 
undiminished  confidence  in  both  the  short-term  and  the  long-term 
good  health  of  the  American  economy  — and  in  the  ability  of  your 
company  to  prosper  in  it. 

It  is  our  plan  to  add  some  1,200,000  square  feet  of  new  store 
space  in  1967.  Seven  of  our  13  divisions  will  build  new  branches 
or  expand  existing  facilities  this  year.  Our  total  square  feet  of 
store  space  will  pass  the  20,000,000  mark  by  the  end  of  1967. 

Looking  beyond  the  current  year  we  see  encouraging  signs  that 
your  company  is  in  the  mainstream  of  the  nation’s  growth.  It  is 
already  clearly  evident  that  America’s  dreams  for  tomorrow  will 
be  focused  increasingly  on  the  great  and  growing  metropolitan 
complexes  that  are  Federated’s  market-place.  The  City  is  the  na- 
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tion’s  new  frontier.  Billions  will  be  spent  in  the  years  ahead  to 
improve  the  housing,  the  transportation,  the  physical  environ¬ 
ment,  the  quality  of  life  in  our  great  cities.  Huge  new  projects 
will  emerge  to  rid  the  nation’s  air  and  water  of  pollution.  Increas¬ 
ingly,  in  our  opinion,  federal  programs  — bolstered  and  perhaps 
inspired  by  private  enterprise  —  will  work  with,  and  through,  local 
planning  bodies,  local  governments  and  local  leaders. 

Your  company,  like  many  others,  will  benefit  incalculably  from 
the  impact  of  such  urban  programs.  As  a  responsible  corporate 
citizen  we  also  intend  to  do  our  utmost  to  aid  and  encourage  them. 
At  every  level,  Federated’s  managements  are  already  deeply  com¬ 
mitted  to,  and  involved  in,  the  activities  of  their  communities. 
Beyond  that,  these  multiplying  opportunities  for  meaningful  social 
action,  at  the  most  practical  level  of  city  life,  will,  we  believe, 
help  us  to  attract  into  our  business  those  bright,  able  and  dedi¬ 
cated  young  men  who  are  hungry  for  something  more  than  busi¬ 
ness  success,  who  want  to  contribute  to  the  community’s  health 
as  well  as  their  own  wealth.  In  their  vernacular,  “Cities  are  where 
the  action  is.”  The  City  seems  destined  to  become  more  exciting 
both  as  a  place  to  work  and  as  a  place  to  live. 

On  pages  16  and  17,  you  will  see  photographs  of  the  four  large 
new  branches  opened  during  1966.  They  are  a  new  260,000- 
square-foot  Bullock’s  branch  at  Del  Amo  near  Los  Angeles,  a 
209,000-square-foot  Foley’s  branch  at  Almeda-Genoa  near  Hous¬ 
ton,  a  160,000-square-foot  Shillito’s  branch  at  Kenwood  Mall  in 
Cincinnati,  and  a  105,000-square-foot  Goldsmith’s  branch  at 
Southland  Mall  in  Memphis.  More  than  280,000  square  feet  of  new 
space  was  added  to  existing  stores  at  Lazarus  West  in  Columbus, 
Burdine’s  Dadeland  in  Miami  and  Goldsmith’s  Oak  Court  in 
Memphis.  Rike’s  opened  a  new  1,000-car  garage  which  also  houses 
an  80,000-square-foot  receiving  and  marking  center. 

While  your  company  spent  a  good  deal  of  money  on  physical 
facilities  during  1966  it  is  worth  noting  that  our  primary  corporate 
concern  continues  to  be  people— particularly  those  talented  men 
and  women  who  have  a  flair  for  fashion.  Once  limited  to  the 
apparel  field,  fashion  today  plays  a  dominant  role  in  almost  every 
department  of  our  business.  It  is  the  major  factor  in  home  fur¬ 
nishings;  it  is  important  in  housewares.  In  fact,  it  is  hard  to  think 
of  a  department  store  item— from  hairpin  to  garbage  can— in 
which  fashion  does  not  figure  importantly.  The  point  is  of  par¬ 
ticular  significance  to  Federated.  Each  of  our  stores  won  its  “head¬ 
quarters”  reputation  through  the  fashion-rightness  of  its  full 
assortments.  Customer  service,  store  hours,  parking,  credit  sales 
(which  accounted  for  64%  of  our  volume  in  1966)— all  these  are 
important  to  our  continued  growth.  But  fashion  — and  the  speed 
with  which  we  can  react  to  it— remains  the  single  most  important 
ingredient  in  our  merchandising  recipe. 


Retail  Facilities  1957-1967 

(Thousands  of  square  feet) 


January  28,  196 7 
February  2,  19 57 


10.437 


7.347 


8,932 


1.818 


4,703 

3,191 


16,103 


2,875 


Main  Branch  Service  Parking 

Stores  Stores  Buildings 


40,175 


15,231 


Total 
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Our  department  store  sales  growth  in  1966  was  evenly  distrib¬ 
uted  through  all  of  our  geographical  regions;  the  distribution  of 
sales  was  unchanged  from  last  year: 

East  and  Northeast .  . .  .37%  South  and  Southwest.  .20% 

Midwest . 25%  Pacific  Coast . 18% 

Our  board  of  directors  was  strengthened  in  1966  by  the  addi¬ 
tion  of  Walter  L.  Lingle,  Jr.,  executive  vice  president  and  a  director 
of  The  Procter  &  Gamble  Company.  As  chief  of  international  oper¬ 
ations  for  P&G,  as  well  as  former  Deputy  Administrator  for  the 
Agency  for  International  Development,  Mr.  Lingle’s  extensive  bus¬ 
iness,  and  particularly  foreign  business,  experience  will  be  invalu¬ 
able  to  Federated. 

Death,  at  the  untimely  age  of  53,  struck  down  Jerome  F.  Swarts- 
berg,  president  of  our  Shillito’s  Division  in  May,  1966,  in  the  third 
year  of  his  employment  with  Federated.  In  that  brief  while  he 
had  proved  himself  more  than  a  great  retailer;  he  had  also  earned 
the  affection  of  thousands  of  associates,  who  mourn  his  loss  deeply. 

Once  again,  we  wish  to  thank  all  of  our  128,000  full  and  part- 
time  associates  in  Federated,  for  the  skill  and  dedicated  service 
which  have  done  so  much  to  help  make  1966  another  record  year. 

Respectfully  submitted. 


Fred  Lazarus,  Jr.,  Chairman  of  the  Board 


Ralph  Lazarus,  President 


By  Order  of  the  Board  of  Directors,  April,  1967. 
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Federated  Department  Stores ,  Inc. 


Consolidated  Statement  of  Income 


52  Weeks  Ended  52  Weeks  Ended 

January  28, 1 967  January  29, 1 966 


Net  Sales,  Including  leased  department  sales . 

$1,408,609,895 

$1,330,736,617 

Rental  Income . 

3,415,960 

$1,412,025,855 

3,211,794 

$1,333,948,411 

Deduct : 

Cost  of  goods  sold  including  expenses, 

exclusive  of  items  listed  below . 

SI  ,181 ,863,064 

$1,117,681,235 

Taxes  other  than  federal  income  taxes . 

31,431,203 

28,534,666 

Depreciation  and  amortization . 

18,258,965 

17,006,072 

Rentals  (note  5) . 

14,489,588 

14,308,011 

Maintenance  and  repairs . 

13,328,674 

11,870,816 

Retired  employees  and  contributions  to  retirement  plans  .  .  . 

11,229,685 

9,239,699 

Interest  expense — net  (note  6) . 

1,508,245 

2,090,379 

Total  costs  (note  7) . 

$1,272,109,424 

$1,200,730,878 

Income  Before  Federal  Income  Taxes . 

$  139,916,431 

$  133,217,533 

Federal  income  taxes . 

66,300,000 

62,700,000 

Net  Income . 

$  73,616,431 

$  70,517,533 
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Federated  Department  Stores,  Inc. 


Consolidated  Balance  Sheet 


Assets 

January  28, 1 967  January  29, 1 966 


Current  Assets: 

Cash  and  U.S.  Treasury  Bills . 

$  46,990,809 

$  71,842,296 

Accounts  receivable  ( see  page  11) . 

303,668,930 

282,973,780 

Merchandise  inventories  (note  1) . 

172,744,039 

153,785,919 

Supplies  and  prepaid  expenses . 

5,904,278 

5,638,548 

Total  Current  Assets . 

$529,308,056 

$514,240,543 

Other  Assets: 

Real  estate  not  used  in  operations — at  cost  less  depreciation  .  .  . 

$  7,132,451 

$  8,936,067 

Miscellaneous . 

9,370,628 
$  16,503,079 

8,828,778 
$  17,764,845 

Property  and  Equipment  —  net  (see  page  11) . 

229,320,087 

$775,131,222 

199,351,399 

$731,356,787 
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Liabilities 

January  28, 1 967  January  29, 1 966 


Current  Liabilities: 

Accounts  payable  and  accrued  liabilities . 

$113,189,230 

$103,525,823 

Federal  income  taxes,  current  and  deferred . 

76,240,590 

76,743,000 

Notes  payable  and  long-term  debt  due  within  one  year  .... 

4,310,118 

2,535,316 

Total  Current  Liabilities . 

$193,739,938 

$182,804,139 

Provision  for  contingent  compensation,  net  of  taxes . 

20,528,505 

18,416,393 

Long-Term  Debt,  due  after  one  year  (note  2) . 

70,672,292 

76,364,981 

Shareholders’  Investment — 20,797,635  common  shares 

outstanding  at  January  28,  1967  (see  page  10) . 

490,190,487 

$775,131,222 

453,771,274 

$731,356,787 
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Federated  Department  Stores,  Inc. 


Shareholders’  Investment 

January  28,  1967 


Shareholders’  Investment: 

Common  stock,  par  value  $1.25  per  share,  authorized 


25,000,000  shares,  issued  21,741,007  shares 

(notes  2  and  4) .  $  27,176,259 

Capital  in  excess  of  par  value  of  common  stock .  101,660,278 

Accumulated  earnings  employed  in  the  business .  391,139 ,464 

$519,976,001 


Less  943,372  shares  of  treasury  stock,  at  cost,  of 
which  936,820  are  for  possible  future  issue 

under  the  contingent  compensation  plan  (note  3) .  29,785,514 

$490,190,487 


Capital  in  Excess  of  Par  Value  of  Common  Stock  increased  by  $26,284,338  during  the  year,  of  which  $1,511,815 
represented  the  excess  of  proceeds  over  par  value  of  stock  issued  upon  exercise  of  options,  and  $24,772,523 
resulted  from  the  revised  method  of  stating  treasury  stock  described  in  Note  3. 


Accumulated  Earnings  Employed  in  the  Business  changed  as  follows : 


Balance,  beginning  of  year 
Net  income  for  the  year  .  .  . 

Cash  dividends  on  common  stock — 
$1 .67V2  and  $1 .55  per  share  . 

Balance,  end  of  year  .... 


52  Weeks  Ended 
January  28,  1967 

$352,386,130 

73,616,431 

$426,002,561 

34,863,097 

$391,139,464 


52  Weeks  Ended 
January  29, 1966 

$314,148,085 

70,517,533 

$384,665,618 

32,279,488 

$352,386,130 
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Accounts  Receivable 


January  28, 1 967  January  29, 1 966 


Due  from  customers : 

Thirty-day  accounts . 

$  91,232,193 

$  88,834,691 

Deferred  payment  accounts . 

213,951,496 

196,501,643 

Other  accounts  receivable . 

9,613,647 

7,972,467 

$314,797,336 

$293,308,801 

Less  provision  for  possible  future  losses 

and  deferred  service  charges . 

11,128,406 

10,335,021 

$303,668,930 

$282,973,780 

Property  and  Equipment 

Cost 

Accumulated 
Depreciation  and 
Amortization 

Net 

January  28,  1967: 

Land . 

$  29,866,057 

$ 

$  29,866,057 

Buildings  substantially  all  on  owned  land  .  .  . 

130,904,196 

37,097,130 

93,807,066 

Buildings  on  leased  land,  improvements  to 

leased  properties  and  leaseholds . 

78,368,443 

34,091,282 

44,277,161 

Store  fixtures  and  equipment . 

113,247,505 

51,877,702 

61,369,803 

$352,386,201 

$123,066,114 

$229,320,087 

January  29,  1966: 

Land . 

$  25,718,810 

$ 

$  25,718,810 

Buildings  substantially  all  on  owned  land  .  .  . 

110,004,044 

33,327,972 

76,676,072 

Buildings  on  leased  land,  improvements  to 

leased  properties  and  leaseholds . 

72,990,179 

30,847,133 

42,143,046 

Store  fixtures  and  equipment . 

104,330,187 

49,516,716 

54,813,471 

$313,043,220 

$113,691,821 

$199,351,399 
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Federated  Department  Stores,  Inc. 


Notes  to  Consolidated  Financial  Statements 


1.  Merchandise  Inventories  are  substantially  all  valued  by 
the  retail  method  and  stated  on  the  Lifo  (last-in,  first-out) 
basis,  which  is  lower  than  market.  They  are  $15,869,459 
lower  than  they  would  have  been  had  the  first-in,  first-out 
basis  been  used. 

2.  Long-Term  Debt  due  after  one  year  (interest  mostly 
at  4 Vz%)  consists  of  secured  notes  of  $4,787,059,  un¬ 
secured  notes  of  $45,885,233  and  convertible  debentures 
of  $20,000,000.  Of  the  total,  $41 ,081 ,053  matures  in  1972 
and  the  balance  matures  annually  to  1985  in  amounts 
varying  from  $506,000  to  $2,750,000.  The  debentures  are 
convertible  into  common  stock  at  $82  per  share  for  which 
243,902  unissued  shares  of  common  stock  are  reserved. 

3.  Treasury  Stock  was  reported  in  prior  years  as  equiva¬ 
lent  to  retired  shares,  in  accordance  with  generally 
accepted  accounting  principles.  Following  a  pronounce¬ 
ment  of  the  American  Institute  of  Certified  Public  Ac¬ 
countants  published  in  October  1965  with  respect  to 
Treasury  shares,  the  Company  adopted  an  alternative  and 
more  prevalent  method  whereby  Treasury  Stock  is  now 
stated  separately  at  cost  and  deducted  from  total  share¬ 
holders’  investment.  To  accomplish  this  change  in  pre¬ 
sentation  as  of  the  beginning  of  the  current  year,  the 
897,568  Treasury  shares  then  on  hand  were  set  up  at 
their  cost  of  $25,894,483,  and  Par  Value  of  Common 
Stock  and  Capital  in  Excess  of  Par  Value  of  Common 
Stock  were  increased  by  $1,121,960  and  $24,772,523, 
respectively. 

4.  Stock  Options  for  489,232  shares  were  outstanding  at 
January  29,  1966  under  restricted  stock  option  plans, 
which  have  been  terminated  except  for  shares  already 


granted,  and  the  1964  qualified  stock  option  plan.  During 
the  year,  options  were  granted  for  78,500  shares  at  $59 
per  share,  were  cancelled  for  5,000  shares  at  $66  per 
share,  and  were  exercised  for  36,076  shares  at  $18  to  $55 
per  share.  At  January  28,  1967,  options  were  outstanding 
for  526,656  shares  at  $18  to  $71  per  share  (of  which 
310,512  shares  were  exercisable)  and  options  for  247,800 
shares  were  available  for  additional  grants. 

5.  Lease  Commitments  at  January  28,  1967,  provided  for 
aggregate  minimum  fixed  rentals  (exclusive  of  renewal 
options)  of  approximately  $12,000,000  in  each  of  the 
next  five  years.  The  average  annual  amounts  of  such 
rentals  by  five-year  periods  thereafter  are  $11,300,000, 
$8,900,000,  $5,900,000,  $2,600,000  and  $700,000.  Most 
leases  also  require  the  Company  to  pay  taxes  (recorded 
as  taxes)  and  other  expenses,  and  some  call  for  addi¬ 
tional  amounts  based  on  percentages  of  sales. 

6.  Interest  Expense  has  been  reduced  by  interest  income 
of  $2,167,942  on  short-term  investments  for  the  year 
ended  January  28,  1967  and  $820,504  for  the  prior  year. 

7.  Total  Costs  will  be  classified  in  the  annual  report  to  the 
Securities  and  Exchange  Commission  as  follows : 

Cost  of  sales,  including  merchandise 
alteration,  occupancy  and  buying 


costs . $1,012,426,030 

Selling,  publicity,  delivery  and 

administrative  expenses  .  .  .  258,175,149 

Interest  expense  —  net .  1,508,245 

$1,272,109,424 
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Accountants’  Report 


Touche,  Ross,  Bailey  &  Smart 

80  Pine  Street,  New  York,  N.Y.  10005 

Board  of  Directors  and  Shareholders,  April  7.  1967 

Federated  Department  Stores,  Inc., 

Cincinnati,  Ohio. 

We  have  examined  the  accompanying  consolidated  bal¬ 
ance  sheet  of  Federated  Department  Stores,  Inc.  and  sub¬ 
sidiaries  as  of  January  28,  1967  and  the  related  state¬ 
ments  of  income,  shareholders’  investment  and  source 
and  application  of  funds  for  the  52  weeks  then  ended. 
Our  examination  was  made  in  accordance  with  generally 
accepted  auditing  standards,  and  accordingly  included 
such  tests  of  the  accounting  records  and  such  other  au¬ 
diting  procedures  as  we  considered  necessary  in  the 
circumstances. 

In  our  opinion,  the  financial  statements  referred  to 
above  present  fairly  the  consolidated  financial  position  of 
Federated  Department  Stores,  Inc.  and  subsidiaries  at 
January  28,  1967,  and  the  results  of  their  operations  and 
the  source  and  application  of  funds  for  the  52  weeks  then 
ended,  in  conformity  with  generally  accepted  account¬ 
ing  principles  applied  on  a  basis  consistent  with  that  of 
the  preceding  year. 


Certified  Public  Accountants 


Source  and  Application  of  Funds 

52  Weeks  Ended  January  28,  1967 


Source  of  Funds : 

Net  income  for  year  .  .  . 

$  73,616,431 

Depreciation . 

18,258,965 

Other . 

8,416,268 

$100,291,664 

Application  of  Funds : 

Dividends . 

$  34,863,097 

Property  and  equipment . 

50,891,505 

Decrease  in  long-term  debt 

5,692,689 

Increase  in  working  capital 

4,131,714 

Other . 

4,712,659 

$100,291,664 
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Federated  Department  Stores,  Inc. 


Years  Ended  Following  January 

Consolidated 

Ten-Year  Summary  Operations  (dollars  in  thousands) 

Net  sales . 

Income  before  federal  income  taxes . 

Federal  income  taxes . 

Net  income . 

Percent  of  sales . 

Dividends  paid . 

Earnings  retained . 

Capital  expenditures . 

Depreciation . 


Per  Share  of  Common  Stock 

Net  income(2)<3) . 

Dividends (2) . 

Shareholders*  equity  (book  value)i2){A) 


Notes: 

(1)  The  acquisitions  of  Bullock' s-Magnin  in  1964  and 
Rike's  in  1959  were  accounted  for  as  poolings  of  interests; 
figures  for  prior  years  have  not  been  restated. 

(2)  Adjusted  to  reflect  2-for-l  split  on  September  9, 1960. 

(3)  Based  on  average  number  of  shares  outstanding  during 
the  year. 

(4)  Based  on  number  of  shares  outstanding  at  end  of  year. 

(5)  Includes  the  acquisition  of  Bullock' s-Magnin  in  1964, 
and  Rike's  and  Goldsmith's  in  1959. 

(6)  Based  on  the  average  of  the  shareholders'  investment 
at  the  beginning  and  end  of  year. 


Year-End  Financial  Position  (dollars  in  thousands) 

Accounts  receivable  (before  deduction  of  accounts  sold)  . 

Inventories . 

Working  capital . 

Property  and  equipment — net(5) . 

Long-term  debt . 

Shareholders*  equity . 

Return  on  shareholders*  equity(6) . 


Statistics 

Number  of  stores  (at  end  of  year) . 

Number  of  square  feet  of  store  space  (in  thousands)  .  . 

Number  of  shares  outstanding  at  end  of  year  (in  thousands)(2) 
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1966 

1965 

1964(1) 

1963 

1962 

1961 

1960 

1959<» 

1958 

1957 

$1,408,610 

$1,330,737 

$1,257,035 

$967,696 

$930,009 

$886,052 

$811,873 

$784,064 

$675,711 

$660,449 

139,916 

133,218 

125,955 

90,317 

77,883 

78,091 

68,664 

69,869 

57,787 

50,874 

66,300 

62,700 

61,486 

46,589 

40,697 

41,254 

35,695 

35,986 

29,702 

25,900 

73,616 

70,518 

64,469 

43,728 

37,186 

36,837 

32,969 

33,883 

28,085 

24,974 

5.2% 

5.3% 

5.1% 

4.5% 

4.0% 

4.2% 

4.1% 

4.3% 

4.2% 

3.8% 

34,863 

32,280 

30,455 

22,068 

20,309 

18,967 

18,043 

16,839 

13,860 

12,327 

38,753 

38,238 

34,014 

21,660 

16,877 

17,870 

14,926 

17,044 

14,225 

12,647 

50,892 

39,207 

29,004 

19,431 

18,795 

22,198 

16,552 

20,622 

13,774 

19,904 

18,259 

17,006 

16,565 

11,809 

11,270 

10,560 

10,033 

9,169 

8,063 

7,561 

$  3.54 

$  3.39 

$  3.09 

$  2.53 

$  2.15 

$  2.14 

$  1.92 

$  2.01 

$  1.83 

$  1.62 

1.67& 

1.55 

1.45 

1.27& 

l.m 

1.10 

1.05 

1.00 

.90 

.80 

23.57 

21.81 

20.07 

17.96 

16.76 

15.85 

14.87 

14.05 

12.68 

11.79 

$303,669 

$283,021 

$262,773 

$207,371 

$198,846 

$186,286 

$174,670 

$160,360 

$135,409 

$131,931 

172,744 

153,786 

141,869 

109,297 

106,667 

99,802 

85,311 

86,136 

70,288 

67,836 

335,568 

331,436 

293,034 

200,561 

188,079 

175,806 

168,215 

160,593 

137,941 

127,813 

236,453 

208,287 

189,094 

130,397 

125,548 

122,025 

112,490 

105,660 

80,220 

80,055 

70,672 

76,365 

56,289 

10,662 

16,002 

18,303 

20,678 

21,127 

19,165 

23,854 

490,190 

453,771 

417,672 

311,329 

289,752 

273,649 

255,750 

240,827 

195,462 

181,251 

15.6% 

16.2% 

16.0% 

14.6% 

13.2% 

13.9% 

13.3% 

14.9% 

14.9% 

14.2% 

91 

87 

84 

60 

58 

54 

47 

44 

42 

40 

19,369 

18,203 

17,300 

13,870 

13,321 

12,559 

11,624 

11,389 

9,950 

9,518 

20,798 

20,807 

20,807 

17,336 

17,287 

17,265 

17,204 

17,141 

15,413 

15,372 

Bullock’s  Del  Amo  and  interior 


“u  ^ede/iated  (Department  Qtoites,  3nc 


Abraham  &  Straus 

Established  1865 

Sidney  L.  Solomon,  Chairman  of  the  Board 

Walter  N.  Rothschild,  Jr.,  President 

Kenneth  C.  Richmond,  Vice  President  &  Treasurer 

★  Brooklyn ,  New  York  Hempstead 

Babylon  Huntington 

Garden  City  Manhasset 

Bloomingdale’s 

Established  1872 

Lawrence  Lachman,  President 

Harold  Krensky,  Chairman  of  the  Board 

Marvin  S.  Traub,  Executive  Vice  President 

★  New  York ,  New  York  Stamford ,  Connecticut 

Fresh  Meadows ,  Bergen  County ,  New  Jersey 

Long  Island ,  Next'  Yor/e  •  Short  Hills ,  New;  Jersey 
New  Rochelle ,  Neu/  York 

Boston  Store 

Established  1906 

Peter  G.  Scotese,  Chairman  of  the  Board 
Orren  J.  Bradley,  President 

★  Milwaukee,  Wisconsin  •  Brookfield 

Bay  Shore  Point  Loomis 

Boston  Village 


Bullock’s-Magnin  Co. 

Established  1906 

Walter  W.  Candy,  Jr.,  Chairman  of  the  Board 
Mahlon  E.  Arnett,  President 

Bullock’s  Established  1906 

Frank  G.  Gillett,  Chairman  of  the  Board 

Walter  L.  Bergquist,  President 

Los  Angeles ,  California  Santa  Ana 

Del  Amo  San  Fernando  Valley 

Lakewood  Westivood 

Palm  Springs  Wilshire 

Pasadena 


Foley’s  Almeda-Genoa  and  interior 
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I.  Magnin  &  Co.  Established  1876 
William  P.  Keeshan,  President 
Eric  M.  Stanford,  Executive  Vice  President 

★  San  Francisco ,  California  Sacramento 
Beverly  Hills 
Carmel 

★  Del  Amo 
Fresno 
La  Jolla 
Los  Angeles 
Oakland 

★  Palm  Springs 
Palo  Alto 
Pasadena 

Burdine’s 

Established  1898 
Alfred  H.  Daniels,  Chairman  of  the  Board 
Thomas  C.  Wasmuth,  President 

★  Miami ,  Florida  Miami  Beach 

1 63rd  Street  West  Palm  Beach 

Dadeland  •  Westland 

Ft.  Lauderdale 

Fedway  Stores 

Established  1952 

Edward  E.  Watson,  President 

★  Levys,  Tucson,  Arizona 
Levys,  El  Con 

★  Bakersfield ,  California 

★  Pomona ,  California 

★  Albuquerque,  New  Mexico 
W inrock 

Filene’s 

Established  1852 
Richard  G.  Shapiro,  President 

★  Boston,  Massachusetts 
Belmont 

Braintree  (South  Shore) 

Chestnut  Hill 
Hyannis 


Goldsmith’s 

Established  1870 

Raymond  H.  Cummins,  President 

Edwin  M.  Marks,  Chairman  of  the  Board 

★  Memphis,  Tennessee  Southland  Mall 

Oak  Court 

Lazarus 

Established  1851 

Robert  Lazarus,  Chairman  of  the  Board 
Charles  Y.  Lazarus,  President 

★  Columbus,  Ohio  Northland 

★  Eastland  West 

Rike’s 

Established  1853 

David  L.  Rike,  Chairman  of  the  Board 
Roy  Eberhard,  President 

★  Dayton,  Ohio  Kettering 

(1967  expansion)  Salem 

Sanger-Harris 

Established  1857 

Weston  P.  Figgins,  President 

Albert  M.  Kronick,  Chairman  of  the  Board 

★  Dallas,  Texas  Oak  Cliff  Harris  Center 

BigT own  Plymouth  Park 

Highland  Park  Preston  Center 

Shillito’s 

Established  1830 

Fred  Lazarus  III,  Chairman  of  the  Board 
Ross  F.  Anderson,  President 

★  Cincinnati,  Ohio  Tri-County 

Kenwood  Western  Woods 


San  Fernando  Valley 
San  Mateo 
Santa  Ana 
Santa  Barbara 
Santa  Clara 
•  Walnut  Creek 
Phoenix ,  Arizona 
Portland ,  Oregon 
Seattle ,  Washington 


★  Amarillo,  Texas 

★  Corpus  Christi ,  Texas 

★  Longview,  Texas 

★  Wichita  Falls ,  Texas 


Natick 

Peabody  (North  Shore) 
Wellesley 
Winchester 
Worcester 


Foley’s 

Established  1852 

Milton  S.  Berman,  Chairman  of  the  Board 
Stewart  Orton,  President 

★  Houston,  Texas  Pasadena 

Almeda-Genoa  Sharpstown 

•  Northwest  Houston  (1967  expansion) 
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Board  of  Directors 


Dillon  Anderson 

Attorney 

Baker ,  Botts ,  Shepherd 
&  Coates 

Mahlon  E.  Arnett 

President 

Bullock* s-Magnin  Co. 

Walter  W.  Candy,  Jr. 
Chairman  of  the  Board 
Bullock* s-Magnin  Co. 

J.  Edward  Davidson 

Consultant 

Alfred  M.  Gruenther* 
General ,  U.S.A.  (retired) 
Consultant 


Officers 


Fred  Lazarus,  Jr. 

Chairman  of  the  Board 

Ralph  Lazarus 

President 

Maurice  Lazarus 
Vice  Chairman  of 
the  Board 

J.  Paul  Sticht 
Vice  Chairman  of 
the  Board 

Robert  M.  Fuoss 

Executive  Vice  President 

Richard  L.  Knight 

Executive  Vice  President 

Herbert  S.  Landsman 

Executive  Vice  President 


Transfer  Agents 

Manufacturers  Hanover 
Trust  Company 
40  Wall  Street , 

New  York,  N.Y.  10015 


Walter  M.  Heymann* 

Director 

The  First  National  Bank 
of  Chicago 

Howard  W.  Johnson 

President 

Massachusetts  Institute 
of  Technology 

Fred  Lazarus,  Jr.* 
Chairman  of  the  Board 
Federated  Department 
Stores ,  Inc. 

Maurice  Lazarus* 

Vice  Chairman  of  the 
Board ,  Federated 
Department  Stores ,  Inc. 


Mahlon  E.  Arnett 

Vice  President 

Walter  L.  Bergquist 

Vice  President 

Milton  S.  Berman 

Vice  President 

Walter  W.  Candy,  Jr. 

Vice  President 

Raymond  H.  Cummins 

Vice  President 

Alfred  H.  Daniels 

Vice  President 

Weston  P.  Figgins 

Vice  President 


Security  First 
National  Bank 
124  West  Fourth  Street, 
Los  Angeles,  Calif.  90013 


Ralph  Lazarus* 

President 

Federated  Department 
Stores,  Inc. 

Robert  Lazarus* 
Chairman  of  the  Board 
Lazarus 

Walter  L.  Lingle,  Jr. 
Executive  Vice  President 
The  Procter  &  Gamble  Co. 

Paul  M.  Mazur* 

Partner 

Lehman  Brothers 

David  L.  Rike* 
Chairman  of  the  Board 
Rike*s 


Frank  G.  Gillett 

Vice  President 

John  Paul  Jones 

Vice  President 

William  P.  Keeshan 

Vice  President 

Bernard  S.  Klayf 

Vice  President 

Harold  Krensky 

Vice  President 

Lawrence  Lachman 

Vice  President 

Fred  Lazarus  III 

Vice  President 

Robert  Lazarus 

Vice  President 

Kenneth  C.  Richmond 

Vice  President 


Registrars 

Bankers  Trust  Company 

1 6  Wall  Street, 

New  York,  N.Y.  10015 


James  S.  Schoff 
Chairman  of  the  Executive 
Committee,  Blooming  dale*  s 

T. Spencer  Shore* 
President 

Eagle-Picher  Industries,  Inc. 

Sidney  L.  Solomon* 
Chairman  of  the  Board 
Abraham  &  Straus 

J.  Paul  Sticht* 

Vice  Chairman  of  the  Board 
Federated  Department 
Stores,  Inc. 

*  Members  of  the 
Executive  Committee 


David  L.  Rike 
Vice  President 

Peter  G.  Scotese 
Vice  President 

Richard  G.  Shapiro 
Vice  President 

Sidney  L.  Solomon 
Vice  President 

Herbert  A.  Tripp,  Jr. 
Vice  President 

Edward  E.  Watson 
Vice  President 

Martin  Riger 
Vice  President 
&  Secretary 

Albert  B.  Glaser 
Treasurer 


Crocker-Citizens 
National  Bank 
457  South  Spring  Street , 
Los  Angeles,  Calif.  90013 
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<0Hfic  -Best 

3s 

Qood  Qnough... 

In  Houston,  not  long  ago,  an  irate  housewife  from  Baytown,  Texas, 
sent  an  exasperated  letter  to  the  head  of  our  Foley’s  division.  Milt 
Berman.  She  had  come  all  the  way  in  to  shop  the  downtown  store, 
spent  hours  without  finding  what  she  wanted  and  —  fed  up  with 
the  frustrations  of  her  experience  —  sent  him  a  bill  for  her  time, 
trouble,  car  expense,  lunch  and  parking  fees.  She  thought  Foley's 
owed  her  S25.55.  So  did  Mr.  Berman,  who  promptly  forwarded 
her  the  stores  check  along  with  his  apology. 

We  record  that  homely  incident  in  our  annual  report  because 
it  may  tell  our  shareholders  something  about  their  company  that 
statistics  alone  do  not  reveal.  No  matter  what  you  read  on  the 
balance  sheet,  our  most  important  asset  is  not  land,  buildings, 
equipment,  cash  or  merchandise  inventories.  Our  primary  asset 
is  the  quality  of  our  relationships  with  customers,  and  —  as  Mr. 
Berman  demonstrated  —  we’ll  do  almost  anything  to  maintain  and 
improve  our  customer  reputation. 


From  peppermints  to  sable  ivraps , 
from  calottes  to  patient  men  who  also 
zvait,  197  million  transactions  .  .  . 
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From  Roy  Wellmans  new  kind  of 
truck  (left)  to  customer  invitations 
to  “ Brozvse  *n  poke,”  there  is 
just  one  idea:  “to  serve ” 


As  near  as  we  can  figure  it,  we  sold  something  to  somebody 
about  197  million  times  last  year  —  from  a  ten-cent  bag  of  pepper¬ 
mints  to  a  ten-thousand-dollar  sable  wrap.  That’s  just  about  one 
package  for  every  resident  of  the  United  States  —  a  statistic  both 
impressive  and  befuddling.  For  what  the  boxcar  figure  hides  is 
the  fact  that  these  sales  were  made,  not  to  some  theoretical  and 
anonymous  mass  market  but  one  at  a  time  —  each  to  a  flesh-and- 
blood  human  being  who  had  a  name,  an  address,  a  dream  and  a 
very  human  motive  for  her  purchase.  In  short,  all  our  systems  and 
procedures,  all  the  elaborate  and  complex  techniques  of  modern 
merchandising  are  focused  on  a  single  goal:  to  satisfy  one  cus¬ 
tomer  and  to  serve  her  well.  That’s  what  makes  sales  grow  and 
profits  multiply. 

Almost  everything  we  do  at  Federated  is  tied  to  the  customers 
definition  of  that  seemingly  simple  verb  “to  serve.”  For  today’s 
customer  has  told  us  loud  and  clear  that,  when  it  comes  to  service, 
the  best  is  good  enough. 

That  word  “service”  means  many  things  to  her.  It  means  the 
best  in  store  design  and  location.  Handsome,  bright,  clean  stores, 
convenient  to  her,  accessible  on  roads  and  streets  that  she  finds 
easy  to  negotiate.  Surrounded  by  parking.  Open  when  she  wants 
to  shop. 

It  means  the  best  in  merchandise.  Fashion-right  assortments  of 
wanted  items,  keyed  to  her  tastes  and  priced  to  her  pocketbook. 
Presented  with  an  authority  that  lends  comfort  to  her  purchase. 

It  means  the  kind  of  friendly  and  personal  attention  that  accents 
her  importance.  Fast,  considerate  and  courteous  care.  Salesclerks 
who  know  their  merchandise.  Delivery  when  promised.  Credit  on 
reasonable  terms.  Product  performance  that  lives  up  to  product 
claims. 
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But  maybe,  most  of  all,  "service”  to  her  means  what  happens 
when  things  go  wrong.  For  every  woman  knows  that  the  acid  test 
of  service  comes  when  the  customer,  for  whatever  reason,  is 
dissatisfied  with  what  she  bought. 

Wrong  size?  Wrong  color?  Duplicate  gift?  Don't  like  it?  Won't 
work  as  specified?  She  can  bring  it  back  or  send  it  back  and  we’ll 
do  what  she  asks  us  to  do.  Exchange  it?  Credit  it?  Refund  the 
money?  Repair  it?  Service  it?  The  customer's  desire  dictates  our 
policy.  And  that’s  not  altruism  but  hardheaded  business  judgment. 
For  fair-dealing  customer  service  advertises  itself  and  a  reputation 
for  this  kind  of  service  is  priceless  beyond  measure. 

Some  of  our  best  new  ideas,  in  fact,  come  each  year  from  cus¬ 
tomers  who  complain.  We  learn  from  them.  There  was  the  case 
last  year  at  Bloomingdale's  that  led  to  revision  of  our  gift  proce¬ 
dure.  A  New  York  customer  bought  a  set  of  china  for  a  relative  in 
Los  Angeles.  The  customer's  gift  card  was  promptly  received  in 
Los  Angeles;  the  gift  was  not.  A  foul-up  of  majestic  proportions. 
Funny  when  it  happens  to  some  one  else;  maddening  when  it 
happens  to  you.  Checking  disclosed  that  one  department  in  the 
store  was  sending  a  form  letter  about  the  gift,  while  another 
department  was  sending  the  salescheck  to  the  supplier  to  ship 
directly,  to  save  handling.  Well,  thanks  to  a  customer,  we  don't 


Sales  are  made  one  at  a  time— each  to 
a  flesh-and-bloocl  human  being ,  who 
has  a  name ,  an  address ,  a  dream  and 
a  very  human  motive  for  her  purchase 


do  it  that  way  any  more.  All  such  merchandise  is  now  gift-wrapped 
to  Bloomingdale’s  specifications,  and  the  gift  notice  enclosed  with 
the  merchandise. 

There  are  other  examples.  Walter  (Bill)  Rothschild,  president 
of  our  Abraham  &  Straus  division,  drew  national  attention  with  a 
speech  on  the  poor  quality  control  of  national  furniture  manu¬ 
facturers;  Fortune  followed  up  that  speech  with  a  searching  in¬ 
quiry  on  the  reasons.  Bill  also  made  some  follow-ups  of  his  own. 
Unhappily,  he  discovered  that,  while  his  customers  were  under¬ 
standably  annoyed  at  having  to  send  back  faulty  furniture,  they 
were  even  more  annoyed  by  the  fact  that  A&S  continued  to  bill 
them  for  stuff  they  had  already  rejected.  Bill  found  that  the  billing 
system  could  not  eliminate  the  annoyance,  but  he  did  see  to  it 
that  each  such  bill  now  includes  a  special  message  informing  the 
customer  that  the  store  understands  the  problem  and  will  solve  it. 

That  was  simple  enough,  and  so  was  the  method  that  Bullocks 
thought  up  to  make  life  a  little  easier  for  customers  who  said  they 
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It's  about 
that  present 
Unde  Sheldon 
gave  you... 


" We’d  appreciate  the  opportunity”  says 
Bullock’s ,  “to  exchange  it  for  something 
you’ll  use.  Either  your  age  or  big-girl  styles 
have  somehow  escaped  your  uncle  .  . .” 


didn’t  like  to  have  salespeople  haunting  them  while  they  were  just 
ambling  around  the  store.  Bullock’s  solved  that  problem  by  offer¬ 
ing  the  customer  two  kinds  of  tags.  If  the  customer  is  in  a  hurry 
and  really  wants  service,  she  puts  on  a  tag  saying  “Find  n’  flee.” 
If  she  wants  to  be  let  alone,  the  tag  reads  “Browse  n’  poke.”  Not 
exactly  earth-shaking,  but  thoughtful  enough  that  Time  wrote  a 
story  about  it. 

It  just  might  be  that  of  all  the  new  notions  that  flowered  last 
year,  the  most  useful  was  an  idea  the  customer  may  never  see.  It 
came  from  Roy  Wellman. 

Roy  is  in  charge  of  all  of  the  customer  deliveries  that  we  make 
out  of  the  huge  Lazarus  bulk  warehouse  in  Columbus,  Ohio.  He 
had  been  annoyed  for  years  by  the  seemingly  unbeatable  fact  that 
whatever  goes  into  a  delivery  truck  first ,  must  come  out  last .  For 
decades  everybody  knew  that  you  simply  had  to  accept  the  head¬ 
ache  of  planning  your  deliveries  so  that  the  last  stop  on  the  route 
coincided  with  the  first  article  loaded.  Worse,  you  not  only  had  to 
load  things  in  this  order ,  but  also  combine  them  in  such  a  way  that 
a  fragile  table  wasn’t  bumping  against  a  stove  or  some  other  heavy 
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object.  Roy  began  drawing  doodles  on  paper.  What,  he  asked  him¬ 
self,  if  you  didn’t  load  the  truck  at  all,  but  instead  loaded  an 
open-sided  container  that,  when  completely  loaded,  could  simply 
be  slipped  into  the  truck  like  a  hand  in  a  glove?  What,  in  addition, 
if  you  changed  the  truck’s  own  body,  so  that  instead  of  opening 
only  at  the  rear,  it  could  be  opened  at  any  part  of  either  side? 
The  combination  of  these  two  things  would  enable  you  to  put 
everything  together  that  fit  best  together,  vastly  cut  down  on 
delivery  damage,  and  also  get  at  any  article,  anywhere  in  the 
truck,  at  any  point  along  your  route.  It  was  so  simple  that  Lazarus 
began  hand-building  and  using  such  “Wellman  Trucks,”  with  a 
great  improvement  in  efficiency  all  around.  Lower  cost  for  us. 
Faster  service,  fewer  frustrations  for  the  customer. 

So  what  do  all  these  random  snapshots  of  your  company  and  its 
customers  mean  to  you?  Perhaps  nothing.  But  before  you  put 
them  from  your  mind,  glance  briefly  at  the  chart  that  you  will 
find  elsewhere  on  this  page.  It  shows  that  your  company  has  grown 
dramatically  in  the  last  ten  years  —  not  alone  in  sales  but  in  earn¬ 
ings  and  in  dollar  return  to  you. 

We  hope  that  chart  may  also  suggest  that  a  company  determined 
to  serve  and  dedicated  to  the  proposition  that  the  best  is  good 
enough  can  both  satisfy  its  customers  and  provide  its  shareholders 
with  the  profitable  growth  that  is  our  mutual  goal. 


All  our  systems  and  procedures  are 
focused  on  a  single  goal:  to  satisfy  one 
customer  and  to  serve  her  well. 


Per  Share  Growth 

Chart  based  on  information  published  in  the 
Ten-Year  Summary  on  pages  14  and  15. 
Figures  adjusted  to  reflect  2-for-l  split  in  1960. 


Sales 


1966 


Up  57.9 % 


1957 


Book  Value 

1966  Up  99.9", 

1957 


Dividends 

1966  Up  109.4% 

1957 


Earnings 


Up  118.5% 


1966 


